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Preamble 


This brief was prepared by the Battle River Regional Planning Commission 
at the request of member municipalities. It points out some of the social and economic 
costs of rapid urban growth, and suggests that the best interests of all Albertans 
would be served by a more equal distribution of economic growth. It concludes with 


some proposals for government action to stimulate the growth of the smaller centres. 


Cause for Concern 


Statistics Canada has now released preliminary census results giving 1971 
population figures for most smaller communities in Alberta. The results are alarming. 
There are 25 towns and villages in the Commission's four-county region. In 1966 
they had a total population of 13,140. This year the figure dropped to 12,772. In 
previous years, declining populations were usually associated with the smaller 
villages (150 - 250 population) while the towns (500- 1,000) slowly gained. But 1971 
results show that the break-even point is rising and for the first time the towns, too, 


are losing people. 


The Costs of Urbanization 


The decline of these communities is imposing some severe social and economic 
costs on both the individual and the taxpayer. Public investment in schools, roads, 
utility systems, etc., is under-used, raising unit costs. Individuals are unable to 
sell houses or businesses, or can do so only at a loss. As populations fall, towns 
are unable to support some services. This reduces the attractiveness of the town as 


a place to live, and out-migration perpetuates the downward spiral. 


At the other end of this movement, the population-receiving areas are also 
experiencing rising costs. Ironically, the under-used facilities of the small towns 
must be expensively duplicated in new city suburbs - roads, sewer lines, schools, 
libraries, water systems. A small research effort could put figures to these 
expenses and come up with a dollar cost to the taxpayer of one family moving into the 
city. We make no guess at the magnitude of this sum but would think that it is 
considerable. However, we refuse to talk simply of dollars. Government should be 


concerned not only with economics but with the whole quality of life. 


We believe that everyone should have the opportunity to choose the sort of 
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social environment he wants to live in. Some people want the independence of a farm, 
Some prefer the rich cultural life and good economic opportunities of the city. Some 
like the security and friendliness of the small town. We are concerned that the area 
of choice is being croded by Alberta's current massive urbanization - that, if 
current trends continue, people a generation or two hence will have no alternative but 
to make a home in the city. Specifically, we feel that for many people, especially 

for young families, the small town life is a good one. It provides a stable social 
environment in which individuals can feel a part of the community, and accept some 
responsibility for the way their community develops. We believe very strongly that 


Canadian society would be the poorer if the small town way of life disappeared. 


Let us stress that we are not anti-city. We acknowledge some people's 
preference for urban life, and we cheerfully use the city's cultural, medical, retail, 
and other services. Urbanization also means industrialization, and an industrial 
province is richer and more independent that one merely selling primary products in 
unstable markets. But we believe that the costs, social and economic, of rapid 
urbanization are approaching and maybe surpassing the benefits. What we must do is 


somehow reduce these costs while still retaining the benefits of an industrial cconomy. 


Why Decline? 

Let us return for a moment to the causes of rural decay, The communitics 
which are declining are doing so because their sole economic base is agriculture. 
They live by providing goods and services to agriculture, buying, selling, storing, 
and processing agricultural products, and supplying the personal needs of farmers 
and their families. As the number of farmers falls, as transport technology and roads 
improve, and as businesses benefit from economies of scale, agricultural services 
are concentrated in fewer, larger places, and the small places lose their economic 
raison d'etre. Further, there is no way of telling how far this concentration will go. 
In the last ten years, the villages have been the losers. In the next it could be the 


towns. 


The Commission believes that the only way these towns can be saved from a 
slow, painful, and costly decline is to diversify out of the declining agricultural 
service function and into labour-intensive secondary industry. Given a fixed amount 
of economic growth, this implies a slowing of the rate of expansion of the large cities, 


and this, too, would have many beneficial effects. 
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We suggest that, by lowering the cost of business operations in small towns, 
government can persuade many enterprises to set up there, rather than in Edmonton 
or Calgary. Possibly, a few established businesses in the metropoliscs might even 
move out and take advantage of the lower costs. The key to the whole problem is to 


find ways in which to reduce business costs in the smaller centres. 


Recommendations 


The passage of the Industrial Incentives Act at the last session was a welcome 
first step, but we suggest that a much more comprehensive approach should be taken. 


We propose the following measures for consideration by the government. 


ue Many would-be businessmen are unable to start production because 
lending institutions regard property in small, out-of-the-way places as poor collateral. 
If they do lend, it may be at a significantly higher rate of interest. The government 
might consider guaranteeing the value of real property in small towns so as to make it 
usable as collateral. The U.S. Small Business Administration recognizes this need 


and has operated a loan- guarantee programme for several years. 


ys We suggest that differential taxation is one very potent way of altering 
the present cost structure to the benefit of the smaller centres. Several ideas spring 
to mind: 

(a) A payroll tax might be instituted to penalize employment in metropolitan 
areas. It could be collected at a lower or nil rate, or even ncgatively 
in the rural areas. A scheme on these lines has been in operation in 
Britain for several years. 

(b) Taxes on physical plant could vary according to the plant's location. 

It has been suggested that the Frovincial government take industrial 
assessment away from the municipalities, put all the revenue into a 
common pool, and redistribute it according to population or some other 
criterion. If this were done, tax could be levied at different rates in 
different areas - high in the cities, low in the country. The French 
have used this method for years. 

(c) Taxes on corporate income could be varied spatially. If necessary, 
this could be done indirectly, for example by varying depreciation 
rates and other tax-deductible items, rather than varying the actual 


rates of tax. This also has been used in Britain. 


Js Taxes are not the only way in which the profitability of a business can 
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be influenced by government. Some other costs are also under Frovincial control. 

The threat of crippling telephone bills has forced more than one business to locate 
inside the Edmonton Telephones area rather than a few miles out of the city, from 
where it would have to pay toll charges on every call. Perhaps we should start looking 
at applying Post Office costing principles to AGT. A letter goes anywhere for 7¢. 

Why not a flat 10¢ for any in-Province call? Several other utility and common-carrier 
services give the small towns a raw deal, and many of these abuses are susceptible to 


government control. This leads us into our final recommendation: 


5. A serious constraint on the effectiveness of any location of industry 
policy for Alberta is our ignorance of how a profit-maximizing organization makes 
locational decisions in the Alberta context. Economic theory provides a useful 
starting point, but no more: no formula is very meaningful until the variables have 
been quantified. Until we know the cost structure of industrial location in Alberta, 
we cannot know which are the decisive costs and benefits that make one place more 
attractive than another, Ferhaps the availability of capital is not so important after 
all, in which case the Industrial Incentives Act will have little cffect. At present we 
just don't know, and are fighting in the dark. The proposals above may be irrelevant 
to the Alberta situation. While we still urge their consideration, we urge even more 
strongly the establishment of a research group within your department to find out why 
firms locate where they do, what they sce as the costs and benefits of various locations, 
and how this balance might be adjusted by government action so as to swing a few more 


decisions in favour of small-town locations. 


Applications 

Present legislation, especially the Industrial Incentives Act, has two major 
shortcomings. First, it is intended to help manufacturing as distinct from resources 
or service industry. ABS figures show that, since 1961, cmployment in manufacturing 
has risen 28%, but employment in the services sector has risen 96%. If present trends 
continue, employment in services will overtake that in manufacturing within ten years. 


It seems odd to exclude a real growth industry from assistance. 


The second criticism is related to the first. The primary objective of any 
present-day economic policy must be to foster full employment. Mr. Eric Kierans 
pointed out recently that the Federal DREE programme, by subsidizing capital cost, 
was actually reducing the labour content of Canadian industry. The Alberta 


programme could well fall into the same trap if the Industrial Incentives Pill's 
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emphasis on capital assistance is maintained. For this reason we urge that any 
intra-Albcrta regional policy directs assistance to labour and land costs, and to 


overall profits, rather than to capital. 


Finally - actions spcak louder than words. The government cannot 
reasonably tell industry to decentralize, while continuing to concentrate its own 
activities in fewer and larger centres. We believe that the concentration of 
government activity has gone far enough, and that simple "efficiency" must be 
sacrificed to broader social goals which include the maintenance of a viable small- - 


town culture, 


Summary 


The small agricultural towns of central Alberta are doomed to a slow decline 
unless they can broaden their economic base beyond agriculture and into modern 
growth industry. We believe that the social benefits of a more widely spread economic 
growth justify intervention in the market forces which now determine the location of 
industry. This intervention can take many forms, but it is important to bear in mind 
that the objectives of any economic policy must include the creation of jobs, and the 


maintenance of a stable social system, as well as the simple pursuit of production. 


Vir. Don Getty, speaking as an opposition WiLA in November 1970, demanded 
"a programme of Alberta Regional Incentives to encourage management to decentralize 
throughout our province and breathe new life and vitality into rural areas ... Only 


in this way can we sec our rural areas become revitalized and healthy once again." 


During the clection campaign this sentiment was echoed by most candidates, 
including yourself. We believe in your good intentions, and we hope that this paper 
has provided some ideas for legislation which can achieve a more balanced economic 


growth across Alberta. 


Submitted on behalf of the 
Member Municipalities 
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M. McDY Barrow, M.. 


Director, 
Battle Rivcr Regional Planning Commission 
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Wetaskiwin, Alberta 
24th November 1971 Sy 
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= Task Force On Uroanization And The Future 


The enclosed research report, which has been assisted by 

a grant from the Task Force on Urbanization, deals with 
the potential for development in smaller communities. It 
sheds some light on one aspect of economic development and 
contains some extremely interesting case studies... Each of 
the studies contains information which is useful in 


evaluating our present procedures in industrial development. 


Frank Marlyn, Director 
Task Force on Urbanization and the Future 


10006-107 St., Edmonton, Alberta, Tel.: (403) 424-6186 
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